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Commissioner Mike Gleason. Chairman
Commissioner William A. Mundell
Commissioner Jeff Hatch-Miller
Commissioner Kristin K. Mayes
Commissioner Gary Pierce
ARIZONA CORPORATION COMMISSION
1200 West Washington Street
Phoenix. Arizona 85007-2996

A' one Q0rporaiion Commlssum
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DOCK€TE\

Re : Docket Nos. W-01303A-05-0405
w-01303A-05-0910

Dear Commissioners

As you may recall, the general managers of the Sanctuary on Camelback Mountain, the
Camelback Inn and the Scottsdale Renaissance (collectively, the "Resorts"), expressed serious
concerns at the Open Meeting held March 14, 2007, related to the rate shock caused by Decision
No. 68858 and the deleterious financial impact of the doubling of water rates on the Resorts. In
Decision No. 68858,  the Arizona Corporation Commission ("Commission") authorized the
implementation of various surcharges for Arizona American Water Company ("AAWC")

The general managers at the Open Meeting indicated that the Resorts did not oppose the
concept of an equitably applied Public Safety Surcharge ("PSS") to pay for increased fire flow
an Arsenic Cost Recovery Mechanism ("ACRM") surcharge to pay for infrastructure to achieve
compliance with the new federal arsenic standard or tiered rates to promote water conservation
However ,  they took issue with the way the HUS and PSS are being applied to the Resor ts
because the second tier, which was set at 400,000 gallons, arbitrarily penalizes and unfairly
impacts resorts by establishing a "conservation" surcharge at a threshold limit that does not take
into consideration the unique water use characteristics of a large resort and applies standards that
are more appropriate for conventional commercial customers, thereby failing to achieve the
intended conservation goals. The surcharges resulted in the unintended and inequitable increase
to water rates for the Sanctuary of 234%, or an additional $154,905 per year, for the Camelback
Inn of 22l%, or an additional $221,173 per year, and for the Scottsdale Renaissance of 19l%, or

additional $106,601 per year

On March 29, 2007, the general managers docketed a letter that further described the rate
impact of Decision 68858 and identified the conservation efforts made by each Resort including
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the  re pla ce me nt of high wa te r us e  pla nts  a nd gra s s  with de s e rt la nds ca ping, upgra ding a nd
improving irriga tion ma na ge me nt s ys te ms  a nd infra s tructure , minimizing wa te r us e  through
efficient de live ry sys tems, seasona l and climactic adjus tments , laundry control sys tems, and low
flow shower heads.

On J a nua ry 15, 2008, the  Town of P a ra dis e  Va lle y ("Town") s ubm itte d to the  Arizona
Corpora tion Com m is s ion ("Com m is s ion"), a  le tte r re que s ting  tha t the  Com m is s ion utilize  its

tha t the  be ne fic ia l goa ls  of p roviding  ne e de d tire  flow im prove m e nts , a s  we ll a s  e ncoura g ing
wa te r cons e rva tion, a nd to fa irly dis tribute  the  cos ts  of s uch improve me nts  a mong curre nt a nd
future  cus tome rs  of the  P a ra dis e  Va lle y Wa te r Dis trict of AAWC.

Th e  R e s o rts  h a ve  p a rtic ip a te d  in  m a n y m e e tin g s  with  th e  To wn ,  AAW C  a n d
re pre s e nta tive s  of groups  of Town re s ide nts  (including  s ome  of the  la rge r home owne rs '
a ssocia tions) to negotia te  the  ra te  des ign agreement a ttached to the  January 15, 2008 le tte r. It is
our unders tanding tha t a lthough AAWC is  prepared to s ign the  ra te  des ign agreement, due  to the
pos s ibility of RUCO's  oppos ition, AAWC will not s ign a t this  time .

The  Re s orts  continue  to e ncoura ge  the  Commis s ion to utilize  its  P owe rs  unde r A.R.S .

rate  design agreement.

Yours  s ince re ly,

Mike  S ufiuine , Ge ne ra l Ma na ge r
Ca me lba ck Mounta in

Ralph Bea ten Genera l Managerl
Carrfe lback Inn Scottsda le

Richard Bibee, General Manager
Scottsdale  Renaissance
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